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OATH OR AFFIRMATION

oo O Onooogoooss

I, Edward J. 0'Brien, IV , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
Jefferson -National Securities Corporation , as

of December 31 ,2007 , are true and correct. I further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:

None

Ch
y
('/ Signatur

CFb/F}AC}v

L Titlé

- -

This fqpqrt"’!‘*‘cdméins“(chsqﬁ all applicable boxes):

(a) -Fating Page. - <

(b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Changes in Financial Condition.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

() A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k} A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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BDO Seidman, LLP 330 Madison Avenue
B D O Accountants and Censultants New York, New York 10017
® Telephone: {212) 885-8000

A——
Fax: (212} 697-1299

Independent Registered Public Accountants’ Report

Board of Directors
Jefferson National Securities Corporation

We have audited the accompanying statement of financial condition of Jefferson
National Securities Corporation (the “Company”) (a wholly-owned subsidiary of
Jefferson National Financial Corp.) as of December 31, 2007 that you are filing
pursuant of Rule 17a-5 under the Securities and Exchange Act of 1934. This financial
statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the andit to
obtain reasonable assurance about whether the statement of financial condition 1s free of
material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Company’s internal control over financial reporting. Accordingly, we express no
such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statement of financial condition, assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall statement of financial condition presentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in
all material respects, the financial position of Jefferson National Securities Corporation

at December 31, 2007, in conformity with accounting principles generally accepted in
the United States of America.

Do &M, LLP

January 31, 2008
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Statement of Financial C

December 31, 2007

Assets

Cash $ 97,570

Prepaid expenses 1,143
§ 98,713

Stockholder’s Equity

Class B common stock ($.001 par value, 100,000 shares authorized,

2,000 shares 1ssued and 750 shares outstanding) ) 1
Additional paid-in capital 272,287
Accumnulated deficit (173,575)

$ 98,713

See accompanying notes to statement of financial condition.
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1. Nature of Business Jefferson National Securities Corporation (the “Company”) is a
and Basis of wholly-owned subsidiary of Jefferson National Financial Corp.
Accounting (“JNF”). Effective May 1, 2003, the Company became the

statutory underwriter for the issuance of variable annuity contracts
for Jefferson National Life Insurance Company (“JNL”). As of
this date, the Company entered into two servicing agreements
with JNL. The Paymaster Agreement stipulates that JNL will pay
all commissions assoctated with the issuance of variable contracts
through the Company and JNL agrees to reimburse the Company
for all variable commissions paid. The Distribution Agreement
stipulates that the Company agrees to be the distributor of variable
contracts for JNL and JNL agrees that it will reimburse the
Company for the costs it incurs to distribute these contracts (See
Note 2 — Summary of Significant Accounting Policies - Revenue).

2. Summary of Cash and Cash Equivalents
Significant
Accounting
Policies

Cash and cash equivalents consist of cash deposited in noninterest
bearing accounts.

Prepaid Expenses

Prepaid expenses consist primarily of amounts paid in advance to
the Company’s NASD Central Registration Depository (“CRD"™)
account, which balance is reduced as certain regulatory expenses
are incurred, principally the appomtment of new representatives.

Goodwill

Effective January 1, 2002, the Company adopted SFAS No. 142,
“Goodwill and Other Intangible Assets”. Under SFAS No. 142,
intangible assets with indefinite lives are no longer amortized but
reviewed for impairment, annually or more frequently if
impairment indicators arise. The Company’s goodwill pertains to
its ability to process variable product sales. During 2007, JNL
focused its marketing effort on a flat insurance fee variable
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Notes to Statement of Financial Condi

annuity called Monument Advisor, which pays no commission.
Accordingly, management of the Company determined that the
value of the variable product statutory underwriting services that
the Company performs for JNL had decreased. Therefore,
management of the Company determined the value of its goodwill
was $-0- and goodwill was fully impaired and expensed.

Income Taxes

The Company files a consolidated Federal income tax return with
certain affiliates. Deferred tax assets are recognized for deductible
temporary differences and deferred tax liabilities are recognized
for taxable temporary differences. Temporary differences are the
differences between the reported amounts of assets and habilities
and their tax bases. Deferred tax assets are reduced by a valuation
allowance when, in the opinion of management, it is more likely
than not that some portion or all of the deferred tax assets will not
be realized. Deferred tax assets and liabilities are adjusted for the
effects of changes in tax laws and rates on the date of enactment.

Revenue

The Company provided services to JNL during 2007 (See Note 5 -
Related Party Transactions). As noted above, the Company earns
service fee revenue directly related to commissions paid on behalf
of JNL. Additionally, the Company may, from time to time, mcur
allocated overhead costs from JNF. These costs are charged to the
Company through JNL and are included in the service fees
charged to JNL under the Distribution Agreement (see Note | -
Nature of Business and Basis of Accounting).

The Company’s cash accounts are noninterest bearing; therefore,
there was no investment income for the year ended December 31,
2007.




3.

Income Taxes

Jefferson National Securities Corporatior
(a wholly-owned subsidiary of Jefferso

Use of Estimates

Preparation of the statement of financial condition in conformity
with the accounting principles generally accepted in the United
States requires management to make estimates and assumptions
that affect the reported amounts in the statement of financial
condition and accompanying notes. Management believes that the
estimates utilized in preparing its statement of financial condition
are reasonable and prudent. Actual results could differ from those
reported.

The Company’s Federal income tax return is consolidated with
Inviva, Inc., Lifco Holding Company, Inc., JNF, Jefferson
National Financial Holdings, JNF Advisors and Inviva Insurance
Agency. The method of allocation among the companies is based
upon separate return calculations with current credit for losses.
The legal reorganization as discussed in Note 1 did not have any
material impact on income taxes.

The Company did not have any current Federal income tax
(benefits) expense.

The components of gross deferred tax assets and liabilities and the
related valuation allowance as of December 31, 2007 are as
follows:

December 31, 2007

Deferred tax assets:

Net operating loss carryforwards $ 184,075

Deferred tax liabilities -

Net deferred tax asset 184,075
Valuation allowance for deferred tax asset (184,075)

Deferred tax assets, net of allowance $ -
7
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Deferred income taxes are generally recognized, based on enacted
tax rates, when assets and liabilities have different values for
financial statement and tax purposes. A valuation allowance is
recorded to reduce any portion of the deferred tax asset that is
expected to more likely than not be realized. Adjustments to the
valuation allowance will be made if there is a change in
management’s assessment of the amount of the deferred tax asset
that is realizable. The Company has recorded a full valuation
allowance against the full value of its net deferred tax asset at
December 31, 2007, since the Company does not anticipate
generating any future income.

At December 31, 2007, the Company had tax net operating losses
of $525,929 that begin to expire in 2020. The use of $328,090 of
these losses will be limited pursuant to Section 382 of the Internal
Revenue Code. The Company did not have any capital loss carry
forwards at December 31, 2007.

At December 31, 2007, management is not aware of any
contingent liabilities and the Company has no future
commitments.

The Company maintains cash balances at one financial institution
i Louisville, Kentucky. The Federal Deposit Insurance
Corporation (“FDIC™) insures the balances up to $100,000. It is
unlikely the Company will have balances in excess of FDIC
limits.

As described in Notes 1 and 5, INL is the sole source of the
Company’s revenue.

JNF provides administrative services to the Company and the
Company provides broker-dealer services to JNL. For the year
ended December 31, 2007, all services and expenses were
reimbursed to the Company by JNL (see Notel — Nature of
Business and Basis of Accounting).

At December 31, 2007, $-0- was due to JNF for general expenses.
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SEC Rule 15¢3-1 sets the minimum net capital requirement of a
limited purpose broker-dealer that does not receive funds or
securities at $5,000. At December 31, 2007, the Company had net
capital of $97,570, which was in excess of required net capital.

JNF will provide the necessary capital to ensure the Company
continues to meet its net capital requirements.

The Company’s ratio of aggregate indebtedness to regulatory net
capital was $-0- at December 31, 2007.

During 2007, the NASD and the member regulation, enforcement
and arbitration operations of the New York Stock Exchange
consolidated to form the Financial Industry Regulatory Authority
(“FINRA”). As a result of this consolidation, each NASD
member, including the Company, received a one-time payment of
$35,000 in recognition of the future economic efficiencies that the
consolidation will create. The Company recorded this payment as
other income during the year ended December 31, 2007.

Effective January 3, 2008, Inviva, Inc., the Company's ultimate
parent, completed a restructuring transaction whereby 1t
exchanged $111.5 million of debt ($91.5 million principal and
$20.0 million accrued interest) for (a) cash and new debt of
approximately $9 million and $7.6 million, including interest,
respectively; and (b) a portion of its equity interest mm JNF. This
transaction was accounted for in accordance with SFAS No. 15,
“Accounting by Debtors and Creditors for Troubled Debt
Restructuring”.

END




